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PARTI
ITEM 1. BUSINESS

General

Steiner Leisure Limited ("Steiner Leisure,” the "Company,” "we," "us" and "our" refer to Steiner Leisure
Limited and its subsidiaries) is a worldwide provider of spa services and products, incorporated in the Bahamas as a
Bahamas international business company in 1995. In our facilities on cruise ships and at land-based spas, including at
resorts and urban hotels (referenced collectively below as "hotels"), luxury Elemis® day spas and Bliss® premium urban
day spas, we strive to create a relaxing and therapeutic environment where guests can receive beauty and body
treatments of the highest quality. We also develop and market premium quality beauty products, which are sold at our
facilities, through e-commerce and through third party retail outlets and other channels, and operate post-secondary
schools offering massage therapy and related courses. The cruise ships and land-based venues we serve include those of
Caesars Entertainment, Carnival Cruise Lines, Celebrity Cruises, Crystal Cruises, Cunard Cruise Line, Hilton Hotels,
Holland America Line, InterContinental Hotels and Resorts, Kerzner International, Loews Hotels, Marriott Hotels,
Nikko Hotels, Norwegian Cruise Lines, Planet Hollywood, P&O Cruises, Princess Cruises, Royal Caribbean Cruises,
Seabourn Cruise Line, Sofitel Luxury Hotels, St. Regis Hotels and Resorts, Thomson Cruises, W Hotels and Resorts and
Westin Hotels and Resorts. As of February 11,2011, we served 151 cruise ships representing 19 cruise lines, and
operated 53 resort spas, 11 urban hotel spas and six day spas. Our maritime services generally are provided under
agreements with cruise lines with terms ranging in duration from one to six years. Our land-based spa services are
provided under agreements with venue operators or other lessors and have terms ranging, typically, from three to 25
years (including the terms of renewals available at our option).

On December 31, 2009, Steiner Leisure acquired all of the stock of Bliss World Holdings, Inc. (including its
subsidiaries, "Bliss Inc.") from Starwood Hotels & Resorts Worldwide, Inc. ("Starwood"). Bliss Inc. is a spa and
skincare company with urban hotel and day spa locations, offering services under the Bliss and Reméde® brands and
products under the Bliss and Laboratoire Reméde® brands. Bliss Inc. also operates an e-commerce and catalog business
and distributes its products through Bloomingdale's, -Harrods, Harvey Nichols, Macy's, Neiman Marcus, Nordstrom,
Saks Fifth Avenue and other department stores, Ulta and Sephora stores and other domestic and international retail
locations, as well as QVC. The purchase price for Bliss Inc. was $100 million in cash less cash acquired. In connection
with this acquisition, Bliss and Reméde spas and amenities remain exclusive to Starwood in the hotel category at W
Hotels and St. Regis Hotels, respectively. -

Steiner Leisure provides its shipboard services in treatment and fitness facilities located on cruise ships. On
most newer ships, our services are provided in enhanced, large spa facilities. Many of these facilities are in large fitness
and treatment areas, generally located in a single passenger activity area. As of February 11, 2011, 116 of the 151 ships
we served had large spa facilities. Ships with large spa facilities provided us with average weekly revenues of $59,521
in 2010 and $56,524 in 2009, as compared to average weekly revenues of $16,986 in 2010 and $14,397 in 2009 for the
other ships we served. Our services include massages, facials, waxing, aromatherapy treatments, seaweed wraps,
aerobic exercise, yoga, Pilates, hair styling, manicures, pedicures and teeth whitening, as well as a variety of other
specialized beauty and body treatments and services, acupuncture (on more than half of the ships we serve) and medi-spa
services (BOTOX® Cosmetic, Dysport®, Restylane®, and Perlane® and Veinwave™ treatments and RevitaLash®
products) (on some of the ships we serve). Our range of services is designed to capitalize on the significant consumer
interest in health awareness, personal care and fitness.

We also provide spa services similar to those we provide on cruise ships at 64 hotels located in the United
States, the Caribbean, Asia, the Pacific, and other locations. These spas are operated primarily under the Mandara® and
Bliss brands. Additional spas under these brands and the Reméde brand are operated by third parties under license from
us. We also operate Elemis luxury day spas in each of Coral Gables, Florida and London, England and Bliss premium
urban day spas in New York City (two spas), London and Singapore.

We develop and sell a variety of high quality beauty products under our Elemis, La Thérapie™, Bliss, Reméde,
Laboratoire Remeéde and Jou® brands. The ingredients for these products are produced for us by several suppliers,
including premier European manufacturers.



We also sell products of third parties, both under our packaging and labeling and otherwise. The products we sell
include beauty preparations such as lotions aimed at reducing the appearance of aging on skin, aromatherapy oils,
cleansers and creams and other facial and skin care preparations, hair care products, moisturizers and lotions, and nail |
care products, including, among others, a variety of products under the Steiner® and Mandara names. We sell our
products through, among other channels, e-commerce, catalogs, on board the ships we serve, at our land-based spas,
through department stores and third party retail outlets and distributors, as well as through salons, mail order and our
web sites, including www.timetospa.com, www.timetospa.co.uk, www.blissworld.com, www.blisslondon.co.uk and
www.bodyworkmall.com.

During 2010, services accounted for approximately 66% of our revenues and products accounted for
approximately 34% of our revenues. -

We also own and operate five post-secondary schools (comprised of a total of 17 campuses) located in Arizona,
Colorado, Connecticut, Florida, Maryland, Nevada, Pennsylvania, Utah and Virginia.

As described in more detail below, the economic slowdown experienced in recent years, including a significant
reduction in consumer spending, which improved in 2010, affected various regions worldwide, including with respect to
the cruise and hospitality industries, as well as our business.

See Note' 13, "Segment Information,” in the accompanying Consolidated Financial Statements for information
regarding the revenues, income from operations, depreciation and amortization, capital expenditures and identifiable
assets for our Spa Operations, Schools and Products operating segments for 2010, 2009 and 2008.

See also Note 14, "Geographic Information,” in the accompanying Consolidated Financial Statements for
financial information regarding geographic areas.

Cruise Industry Overview

The passenger cruise industry has experienced substantial growth over the past 40 years. The industry has
evolved from a trans-ocean carrier service into a vacation alternative to land-based venues and sightseeing destinations.
The cruise market is comprised of luxury, premium and mass market segments which appeal to a broad range of
passenger demographics, tastes and budgets. We serve ships in all of these segments.

According to Cruise Lines International Association, a trade association ("CLIA™), passenger volume on cruises
marketed primarily to North American consumers ("North American Cruises") grew from approximately 9.7 million in
2005 to a CLIA-estimated 11.1 million in 2010, including an estimated increase of approximately 900,000 North
American passengers in 2010 compared to 2009. While that represents a compound annual growth rate of approximately
2.7%, there was a decline in passenger volume on North American Cruises from 2007 to 2008, reflecting the economic
slowdown and related adverse financial conditions in North America and other regions during that time. The increase
from 2009 to 2010 may continue to reflect passengers traveling due to significant discounts offered by certain cruise
lines. Passengers who are cruising solely due to discounted fares may reflect their cost consciousness by not spending
on discretionary items, such as our services and products. To the extent there is a recurrence of the recently experienced
economic slowdown, declines in passenger volume on North American Cruises also could resume, which would
adversely affect our business. As of February 11, 2011, approximately 95 of the 151 ships we served offered North
American Cruises.

The most recent industry study conducted by CLIA in 2008, indicated that, in comparing cruise vacations to
other vacations, customers of both ranked cruise vacations higher than other vacations in many categories. In that study,
"being pampered" was among the highest rated advantages that cruise vacations offer compared to other vacations. We
believe our services offer a therapeutic and indulgent experience to passengers and provide a memorable highlight of
their cruise vacation. As a result, we believe our operations are an important part of the cruise vacation experience.

Over the years, the trend has been for cruise lines to build larger ships with large spas dedicated to the types of
health, beauty and fitness services we offer. Generally, these large spas offer larger fitness and treatment facilities, are
located on higher profile decks, have enriched decor and reflect a greater capital investment by the cruise lines. A few
new ships have dedicated medi-spa facilities as part of the spa facilities we operate. With respect to certain ships, we
participate in the design of these facilities and provide unique branding for certain cruise lines. As of February 11, 2011,
116 of the ships we served offered large spa facilities. Three of the four new ships scheduled to be introduced during the
remainder of 2011 by our cruise line customers and on which we anticipate providing services will have large spa
facilities.



Overview of our Shipboard Spa Business

As of February 11, 2011, we provided our services and products to 19 cruise lines representing a total of 151
ships, including almost all of the major cruise lines offering North American Cruises. We provide our services under the
Mandara and The Greenhouse® brands, as well as under the proprietary brands of several cruise lines.

The numbers of ships served as of February 11, 2011 under cruise line agreements with the respective cruise
lines are listed below:

Number of .
Cruise Line Ships Served
Azamara (1) 2
Carnival (2) 22
Carmival Australia (2) 4
Celebrity (1) 9
Costa (2) 14
Crystal 2
Cunard (2) (3) 2
Disney 3
Holland America (2) 15
Ibero (2) (3) 3
Louis 1
Norwegian _ 11
PXO(2)4) .- 7
Princess (2) - 17
Royal Caribbean (1) 22
Seabourn (2) 5
Silversea 6
Thomson (3) 3
Windstar 3
Total 151

(1) Azamara and Celebrity are owned by Royal Caribbean. One Celebrity ship is scheduled to be removed from
service in 2011.

(2) Carnival Corporation, the parent company of Camival Cruise Lines, also owns Camival Australia, Costa,
Cunard, Holland America, Ibero, P&O, Princess and Seabourn. One Princess ship is scheduled to be transferred
to P&O during 2011.

(3) AsofFebruary 11, 2011, we served these ships without a written agreement.
(4) The agreement for these ships expires on March 31, 2011.

Each of Camival, Celebrity, Costa and Seabourn is scheduled to introduce a new ship into service in 2011. We
expect to perform services on all four of these ships, all of which are currently covered by our cruise line agreements.

Since November 1996, none of our cruise line agreements was terminated prior to its expiration date.
Historically, almost all of our cruise line agreements that have expired have been renewed beyond their specified
expiration dates. The total number of ships we serve is affected from time to time by cruise lines removing from service
older ships as new ships are introduced, or otherwise.




Principal Cruise Line Customers

Revenues from passengers of each of the following cruise companies accounted for more than ten percent of
our total revenues in 2010, 2009 and 2008, respectively: Carnival (including Camival, Carnival Australia, Costa, Cunard
(which we ceased serving in November 2008 and began serving again in October 2010), Holland America, Ibero, P&O,
P&O European Ferries (which we ceased serving in January 2010), Princess and Seabourn cruise lines): 29.3%, 33.6%
and 33.3%, and Royal Caribbean (including Royal Caribbean, Celebrity and Azamara cruise lines): 17.3%, 19.0% and
19.6%. These companies, combined, accounted for 122 of the 151 ships served by us as of February 11, 2011. If we
cease to serve one of these cruise companies, or a substantial number of ships operated by a cruise company, it could
materially adversely affect our business, results of operations and financial condition. We have separate agreements for
each cruise line, even where they are under common ownership with other cruise lines.

Cruise Line Agreements

Our cruise line agreements give us the exclusive right to offer our services and the right (exclusive in some
cases) to sell products on board the ships we serve. Services and products sold to passengers are billed to them by the
cruise lines. The cruise lines retain a specified percentage of our gross receipts from such sales before remitting the
remainder to us. Under the cruise line agreements, we are required to pay for the meals and accommodations for our
shipboard employees. Most of the cruise line agreements cover all of the then-operating ships of a cruise line and certain
of the agreements cover new ships introduced by the cruise line during the term of the agreement. In the case of other
agreements, new arrangements must often be negotiated between us and a cruise line as new ships enter service. The
agreements have specified terms ranging from one to six 'years, with an average remaining term per ship of
approximately three years as of February 11, 2011. As of February 11, 2011, cruise line agreements that expire within
one year covered 18 of the 151 ships served by us. These 18 ships accounted for approximately 4.0% of our revenue in
2010. We typically are able to begin negotiations to renew agreements approximately six to 12 months prior to their
expiration dates. '

The cruise line agreements provide for termination by the cruise lines with limited or no advance notice under
certain circumstances, including, among other things, the withdrawal of a ship from the cruise trade, the sale or lease of a
ship or our failure to achieve specified passenger service standards. As of February 11, 2011, agreements for three ships
provided for termination for any reason by the cruise line on 90 days' notice and we served eight ships without written
agreements. In addition, seven ships were served as of that date under an agreement that expires on March 31, 2011.

We are obligated to make minimum payments to certain cruise lines regardless of the amount of revenues we
receive from guests. As of December 31, 2010, these payments are required by cruise line agreements covering a total of
76 ships served by us. As of December 31, 2010, we had guaranteed total minimum payments to cruise lines (excluding
payments based on minimum amounts per passenger per day of a cruise applicable to certain ships served by us) of
approximately: $78.8 million in 2011, $3.6 million in 2012, $3.6 million in 2013 and $3.6 million in 2014. These
amounts could increase under new or renewed agreements. The amounts set forth for the years after 2011 are the
amounts that are currently calculable. It is anticipated that the actual amounts for each of those years will be
significantly higher than the amounts indicated.

Overview of our Land-Based Spas Business
Hotel Spas - General

We offer spa services and products on land at hotels principally in the United States, the Caribbean, Asia and
the Pacific.



As of February 11, 2011, we provided spa services at hotels in the following locations:

NUMBER OF
COUNTRY HOTEL SPAS

United States (1) 23
Malaysia
Maldives (2)
Indonesia
Guam
Bahamas
Mexico (3)
Fiji

Palau

Aruba
Bahrain (4)
Dubai

India

Japan
Mauritius:
Oman
Russia

N O
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Total

(1) Including Puerto Rico.

(2) We ceased operations at one of these facilities on February 28, 2011, per the terms of our agreement with
the hotel. h

(3) We provide limited services at two of these hotels.
(4) We provide limited services at this hotel.

The hotel spas we operate range in size from approximately 625 square feet to approximately 32,000 square feet.

Bliss and Reméde Hotel Spas

In addition to the hotel spas that we had been operating, primarily under our Mandara brand, beginning in
January 2010, following our acquisition of Bliss Inc., we began offering spa services and products under the Bliss and
Remede brands. We now offer these services and products at a total of 11 hotel spas in the following US cities: Atlanta
(one in the Buckhead area and one in the Midtown area), Chicago, Dallas, Hoboken, Los Angeles (one in Hollywood and
one in Westwood), Miami Beach, New York, San Francisco and Scottsdale. These spas are operated at two brands of
Starwood hotels. Our Bliss hotel spas are operated at W Hotels in the foregoing cities and our Remede hotel spa is
operated at the St. Regis hotel in the Buckhead area of Atlanta. We have an agreement with Starwood providing
Starwood with exclusive rights in the hospitality industry for Bliss and Reméde-branded spas. That exclusivity has a
duration of ten years, subject to reduction under certain circumstances. Also under that agreement, we license the Bliss
and Reméde names to Starwood's in-room amenities manufacturer for the distribution of Bliss- and Reméde-branded
hotel amenities in certain W and St. Regis hotels, respectively.

These hotel spas have a clientele that not only includes guests of the hotels and, in certain cases, residents of
owner-owned units affiliated with the hotels, but also includes (to a very significant extent at most locations) customers
who are residents of, or otherwise visiting, the neighborhoods where the spas are located.
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Licensed Spas

In addition to operating land-based spas ourselves, we license certain of our marks to third parties in connection .
with hotel spa operations. We license our Mandara mark to Minor International PCL, a Thailand-based hotel operator,
which operates six Mandara hotel spas in Thailand, three Mandara hotel spas in China and one Mandara hotel spa in
each of Vietnam, India and Egypt. We license our Bliss mark to Starwood for use in connection with hotel spas at four
hotels in the United States and at hotels in Hong Kong, Qatar and Spain. We license our Reméde mark to Starwood for
use at five hotels in the United States, two hotels in Mexico and hotels in Indonesia and Singapore.

Day Spas

We operate a total of six day spas. We operate Elemis day spas in London and in Coral Gables, Florida. We
operate Bliss day spas at two locations in New York City and in London and Singapore (the latter located in a Sephora
retail store). These day spas provide products and services similar to those provided at the hotel spas operated under
those respective brands. These day spas are operated pursuant to agreements with the owners of the properties involved
and generally involve fixed rental payments and/or charges based on a percentage of our revenues.

Land-Based Spa Agreements

We operate our land-based spas pursuant to agreements with the owners of the properties involved. Our hotel
spas generally are required to pay rent based on a percentage of our revenues, with others having fixed rents. Similar to
some of our cruise line agreements, certain of our land-based spa agreements also require that we make minimum rental
payments irrespective of the amount of our revenues. As of December 31, 2010, we had guaranteed total minimum
payments to owners of our land-based venues of approximately: $7.5 million in 2011, $6.6 million in 2012, $5.5 million
in 2013, $5.1 million in 2014, $4.8 million in 2015 and $8.0 million in total thereafter.

In connection with our proposed spa at the Tropicana Las Vegas Hotel and Casino and with our spas at the
Atlantis Resort and Casino, the One&Only Ocean Club; the Planet Hollywood Resort and Casino, the Hilton Hawaiian
Village Beach Resort and Spa, the Loews Miami Beach Hotel, the Mohegan Sun Resort, the Wyndham Rio Mar, the
Swan and Dolphin Hotel, the Grand Californian Hotel and at certain other hotels, in order to obtain the agreements for
these premises, we agreed to build out all or a portion of the spa facilities at our expense. The costs of these build-outs
have ranged from under $500,000 to approximately $15.6 million. We believe that in order to procure agreements for
certain spas at hotels in the future, we may be required to fund the build-out, in whole or in part, of the spa facilities at
those hotels. Those build-outs also likely will involve expenditures per facility comparable to, or in excess of, the
expenditures we have spent to date on the build-out of hotel spa facilities. The terms of the agreements for our land-
based spas range, typically, from three to 25 years (including the terms of renewals available at our option).

Massage and Beauty Schools

We operate post-secondary schools providing education in massage therapy and, in some cases, beauty and skin
care, and related areas at 17 campuses in a total of nine states. We offer full-time programs as well as part-time
programs for students who work or who otherwise desire to take classes outside of traditional education hours. Our
schools’ business began in August 1999, when we acquired a post-secondary school (comprised of four campuses) in
Florida, offering degree and non-degree courses in massage and beauty and skin care. In April 2000, we acquired two
post-secondary massage therapy schools with campuses located in Maryland, Pennsylvania and Virginia. In April 2006,
we acquired the assets of the Utah College of Massage Therapy, Inc. ("UCMT"), which operated a post-secondary
massage therapy school with a total of seven campuses in Utah, Nevada, Arizona and Colorado and a small affiliate of
UCMT that offers spa products, equipment and services to UCMT students and others. In August 2008, we acquired the
assets of the Connecticut Center for Massage Therapy, Inc. ("CCMT"), which operated a post-secondary massage
therapy school with a total of three campuses in Connecticut.

As of February 11, 2011, there were a total of 4,495 students attending our schools.
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Each of our schools is eligible to participate in the federal student financial assistance programs authorized by
Title IV of the Higher Education Act of 1965 (the "HEA") and administered by the U.S. Department of Education (the
"DOE"). The eligibility of our schools to participate in the federal student financial assistance programs authorized by -
Title IV of the HEA (the "Title IV Programs") enables eligible students attending our schools to receive federal student
aid under the Title IV Programs. A majority of our students receive federal student financial assistance under the
Title IV Programs. Accordingly, the success of our schools is dependent to a significant extent on our continued
eligibility to participate in these programs.

For our schools to become eligible, and maintain eligibility, to participate in the Title IV Programs and for
eligible students attending those schools to receive federal student financial assistance under those programs, among
other things, our schools are required to (i) maintain accreditation by an accrediting agency recognized by the DOE,
(ii) maintain legal authorization to offer postsecondary education programs of instruction in the state in which they are
physically located and (iii) be certified as part of an eligible institution by the DOE.

Graduates of our schools have the training to be employed in our spas and a few of these graduates have, in fact,
become employed by us. They also have the potential to assist us in creating new channels for distribution of our

products.



Certain information with respect to our schools is set forth below.

Year
Year Acquired by Principal Degree
School @ Location Website Established Steiner Curriculum®  Availability ®  Accreditation ©

‘ UCMT Lindon, UT N ucmt.com ' 1997 2006 MT - ;‘\CCET/COMTA
5 e X o Ay 5 sy 5 2

DS 4 : Moz :
DSMT Westminster, ucmt.com 2003 2006 MT - ACCET/COMTA

m

ASMT - Arizona School of Massage Therapy (branch of UCMT)
BSM - Baltimore School of Massage

CCMT - Connecticut Center for Massage Therapy

DSMT - Denver School of Massage Therapy (branch of UCMT)
FCNH - Florida College of Natural Health

NSMT - Nevada School of Massage Therapy (branch of UCMT)
e UCMT - Utah College of Massage Therapy

B VSM - Virginia School of Massage

@
AS - Associate of Science Degree

MT - Massage Therapy-Related Courses
SC - Skin Care-Related Courses

(&)

ACCET - Accrediting Council for Continuing Education and Training (institutional accreditation)
ACCSC - Accrediting Commission of Career Schools and Colleges (institutional accreditation)
COMTA - Commission on Massage Therapy Accreditation (institutional accreditation for CCMT as a
whole; programmatic accreditation solely for MT programs at other schools)

@

The skin care programs at these campuses are taught under the trade name "Steiner Institute of Esthetics,"”
followed by a reference to the particular school involved, whose website can be found at
www.stemeresthetics.com.




Business Strategy

Our business strategy is directed at maintaining and enbancing our position as a worldwide provider of spa
services and products. To do so, we:

Recruit and Train High Quality Personnel. We provide services to our guests on a personal basis. We employ
staff who are professional, attentive and able to continue our tradition of catering to the needs of individual guests. We
recruit our shipboard staff primarily from the British Isles, Australia, South Africa, Southeast Asia, Canada, the
Caribbean and continental Europe. Our land-based spa staffs are recruited primarily from the regions where the facilities
are located. We require prospective employees to be technically skilled and to possess a willingness to provide
outstanding personal service. We train candidates in our philosophy of guest care and in the nature, benefits and proper
use of our products, as well as in detailed protocols for the applications of our treatments. Our training emphasizes the
importance of an individualized ‘and therapeutic experience for our guests. We believe that our success is largely
attributable to our ability to staff our operations with highly trained personnel who provide outstanding personal service.

Utilize Experienced and Empowered Management. Our operations are supervised at the facility level by
experienced managers who implement our philosophy of customer care. Our facility managers are selected based on
performance as staff members or appropriate industry experience and receive specialized management training.
Managers are granted substantial authority to make day-to-day decisions regarding operations, including those actions
necessary to maximize revenues of the facility they manage. Our managers are responsible for efficient scheduling of
personnel, inventory management, supervision of sales and marketing, maintenance of required discipline and
communication with our senior management. Our facility managers are supported by teams of land-based supervisory
personnel in, among others, the areas of quality assurance, training and operations and sales and marketing and ensure
the consistency of our representative brand protocols worldwide.

Develop and Deliver High Quality Services and Products. We strive to create an engaging and therapeutic
environment where guests can receive beauty and body treatments and hair styling of the highest quality. We develop
many of our own product formulations and treatment techniques with independent clinical trials and conduct research to
ensure that we are meeting our customers' needs. We continually update the range of techniques, services and products
we offer to satisfy changing health, beauty and fitnéss trends, including through affiliation with recognized brands of
products and services we believe would be of interést to our customers. Through our attentive and highly trained staff
and our premium quality beauty and hair products, we provide our guests with what we believe is a richly rewarding
experience that is a memorable highlight of a vacation or a relaxing interlude from the normal routine.

Effectively Market our Services and Products. We use a variety of marketing techniques to bring our services
and products to the attention of guests and the public in general. Our shipboard and land-based spa personnel
individually inform our guests as to the services and products offered by us and also offer group promotions, seminars
and demonstrations. We provide incentives to our employees to maximize sales of our services and products and train
employees to cross-market services and products among our network of spas and other distribution channels. We also
promote gift certificates and other pre-use purchases at certain of our locations. Our sales representatives also focus on
advance booking of large groups associated with industry conventions, corporate and trade association meetings, leisure
travel groups, wedding groups and other events at the hotels and on board the ships we serve. In addition, we
communicate with our current customer base through email, newsletters, catalogs and other direct marketing. We also
seek to expand our customer base through e-commerce, online advertising, public relations and social media activities,
such as facebook and twitter, and activities and communications through various advertising media.
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In recent years, certain of our products have been used by cruise lines and hotels for in-cabin, or in-room,
amenities give-aways under the terms of a license agreement. We also operate spas at the British Airways terminals at
Heathrow Airport, near London, and at John F. Kennedy International Airport in New York, where services are provided
to British Airways first class, Club World (business class) and Gold Executive Club passengers on a complimentary
basis. In addition, we provide Elemis amenities in the Club World cabins of British Airways' long-haul flights and sell
our products through the British Airways catalogue and via duty free sales offerings on British Airways aircraft. Our
Bliss and Reméde spa brands also have amenities programs. Under those programs, Starwood arranges for the
manufacture of Bliss and Reméde amenities under license from us and distributes them in certain W and St. Regis hotels,
respectively.

We believe that these amenities activities will continue to assist us in the marketing of our products.

To generate interest among potential students for our schools, we engage a broad range of marketing media,
including e-commerce, direct mail and print and broadcast outlets. We also seek referrals from our graduates and
students. We seek to attract highly motivated, career-oriented students with both the desire and ability to complete their
programs of choice. Our schools engage in a broad variety of marketing activities to promote interest among potential
students. Each of our campuses has an admissions office responsible for identifying individuals interested in eprolling at
the campuses. Admissions representatives serve as the primary contacts for prospective students, providing information
to help them make an informed enrollment decision and to assist them with the completion of the enrollment process.

Maintain Close Relationships with the Cruise Lines. We have developed strong relationships with the cruise
lines we serve as a result of the quality of our services and our staff, which has helped to generate significant revenues
for the cruise lines and a high level of customer satisfaction with our services. These relationships are important to our
future growth and we believe that our prior positive performance has assisted us in obtaining renewals of almost all of
our cruise line agreements that have expired since 1990.

Develop Recognizable Brands. We believe positive name recognition has developed with Mandara, Elemis,
Bliss and Reméde for hotel spas, day spas, and shipboard spas, and Elemis, La Thérapie and Bliss for high quality beauty
products. In addition, we have helped, and seek to continue to help, develop and promote customized brands and
signature treatments and services for the cruise lines-and hotel operators we serve. We believe that by creating these
brands, treatments and services for cruise lines and hotels, we can not only better promote our services and products, but
also strengthen our relationships with those entities. -

Our acquisition of the Bliss and Reméde brands is consistent with our strategy of positive name recognition for
our brands, .since we believe that these newly acquired brands are widely known and highly regarded in their respective
retail and hospitality markets.

We also believe that our schools have developed positive brand name recognition in their respective areas of
operation, which has assisted us in attracting new students.

Develop High Quality Educational Programs and Emphasize Student Placement. We believe that the
employment market for the massage therapy and skin care industries requires highly trained professionals. We
continually refine, adapt and develop courses to improve the quality and portfolio of our educational programs.
In addition, we focus on our student placement rates, as we believe that high placement rates enhance a school's
reputation and the marketability of its programs and are indicative of the underlying program quality.

Growth Strategy
Steiner Leisure's strategy for continued growth includes the following principal elements:

Expand With Present Cruise Line and Hotel Customers. We believe that our success in providing high quality
services and products and generating revenues for the cruise lines will enable us to grow as our cruise line customers
introduce new ships with large spas. From November 1996 to February 11, 2011, we commenced serving 113 new
cruise ships brought into service by our cruise line customers. We also believe that the success we seek to achieve at our
hotel spas could help our growth by encouraging the operators of those hotels to have us provide services at new hotels
that they may open or acquire in the future. We believe that our agreement with Starwood relating to Bliss and Remede
spas and amenities at W and St. Regis hotels has the potential to strengthen our relationship with that worldwide

hospitality entity.
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Increase Product Sales. Sales of our products increased at a compound annual growth rate of 10.2% from
2006 through 2010 (caused in part by our acquisition of Bliss), although there was a decrease in product sales from 2008
to 2009, primarily due to the softening of the economy worldwide, resulting in reduced spending by consumers. Our .
products are sold primarily to our spa guests and through third party, land-based retail and other channels, including at a
number of locations of several well known department store chains in the United States, England, Scotland, Ireland and
other countries. Our products also are offered by mail order through internet web sites, including our sites
www.timetospa.com, www.timetospa.co.uk, www.blissworld.com, www.blisslondon.co.uk and
www.bodyworkmall.com, by telephone, through our Bliss catalog and, increasingly, through the use of TV shopping
channels. We have increased our retail product sales through enhanced training of our employees, growth in our third
party and land-based channels and marketing campaigns targeting mail order and e-commerce customers. We intend to
seek additional distribution venues for our products, although we cannot assure you that we will be successful in
securing additional venues.

We believe that there is an opportunity to increase our retail product sales from the growth in our customer base
resulting from our shipboard and land-based spa operations as well as through other distribution channels, although we
cannot assure you that we will be able to successfully take advantage of this opportunity.

Seek Additional Hotel Spa Opportunities. Many of the hotels we currently serve are well known and highly
regarded. We believe that our successful affiliation with those hotels, as well as our reputation in the cruise industry, can
assist us in our efforts to encourage other hotel operators to consider having us operate their spas. However, our
resources may be insufficient to enable us to take advantage of any of these opportunities at any given time and a
recurrence of the more severe aspects of the economic slowdown experienced in recent years, which slowdown
improved in 2010, may limit the number of hotels seeking to operate spas or otherwise limit opportunities for us to
operate land-based spas.

Consider Strategic Transactions and Other Expansion Activities. We will consider strategic acquisitions of
businesses which we believe are compatible with our operations. Our acquisition of Bliss Inc. in December 2009 is an
example of this type of growth. In addition to adding new brands to our offerings, this transaction has expanded our
relationship with Starwood, including, among other things, providing exposure for our Bliss and Reméde products
through the amenities programs at certain W and. St. Regis hotels. Additionally, we will continue to consider
acquisitions of schools and expansion through establishment of new schools or branches of our existing schools in new
locations. We also will consider strategic alliances or other strategic transactions that management believes would be
beneficial to us.

Capitalize on Growth in Size and Quality of Shipboard Facilities. Most new cruise ships being brought into
service offer large spa facilities. Many of these facilities include hydrotherapy treatments and larger fitness and
treatment areas. Newer facilities are located on higher profile decks, have enriched decor and offer all of our services
and products in a single passenger activity area. These enhanced facilities foster the cross-marketing of services and
products and enable us to serve a greater number of passengers. We have often assisted cruise lines with the planning of
spa facilities on new ships. We believe our assistance has resulted in improved quality of service and in increased
revenues to us and the cruise lines. Through the remainder of 2011, we are scheduled to begin serving three new ships
with large spa facilities.

Adding New Services and Products. We continually introduce new body and facial services and products.
Among other things, in recent years, we have introduced Elemis products intended to reduce the appearance of aging on
skin, an Elemis Time for Men product range, shipboard men's barber and grooming services, our teen spa program, teeth
whitening, medi-spa services (BOTOX Cosmetic, Dysport, Restylane and Perlane and Veinwave treatments and
RevitaLash products), acupuncture and our Jou line of Asian-sourced herbal dietary supplements, which we offer on
board many of the ships we serve, as well as at one of our day spas.

Our Spa Services

Our goal is to provide our guests with a therapeutic and indulgent experience in an atmosphere of individualized
attention. We provide a broad range of high quality personal services. The treatment techniques we use include those
developed by us in response to the needs and requests of our guests. Our pricing is based on the nature of the services
and the location of the facility where they are performed. Our services include the following:
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Massage and Body and Beauty Treatments. At most of our facilities, we offer massages and a broad variety of
other body and beauty treatments to women, men and teenagers. Types of body treatments include seaweed and other
therapeutic wraps, cellulite reduction and aromatherapy and hydrotherapy treatments, as well as acupuncture, which we
offer at most of our shipboard spas. Beauty treatments include facials, waxing, brow shaping and other beauty services
and, at many of our shipboard spas, medi-spa services (BOTOX Cosmetic, Dysport, Restylane, and Perlane treatments
and RevitaLash products). We also offer teeth whitening services at all of our shipboard spas. On ships, the number of
private treatment rooms available for these services ranges from one to 26, with one to 29 beds per ship, depending on
the size of the ship. At our hotel spas, the number of treatment rooms varies from two to 35.

Hair and Nails. At all of our shipboard spas and certain of our land-based spas we operate hair styling salons
which provide services to women, men and teenagers and facilities for manicures and pedicures and related services.
Steiner Leisure's facilities offer from one to 12 hair styling stations, as well as stations for manicures and pedicures. We
also offer barber services for men, including dedicated "barber shops” on 16 ships.

The number of our staff on a ship, including staff providing these services, ranges from one to approximately
46, depending on the size of the ship. At our hotel spas, the number of our spa employees, including employees
providing these services, varies from two to approximately 200.

Shipboard Spas. Cruise lines are continually providing larger spa facilities which, in general, allow all of our
services to be offered in a single passenger activity area. As of February 11, 2011, 116 of the ships we served had large
spa facilities. We expect to serve an additional three new ships with Ia.rge spa facilities that are anticipated to begin
service later in 2011. These spas provide larger fitness and treatment areas and on most ships include elaborate thermal
suites and/or steam or sauna facilities. These facilities are generally located on higher profile decks and have enriched
~decor. We believe that the location of our operations in a spacious environment enhances enjoyment of our services by
passengers, encourages increased passenger interest in our services and facilitates cross-marketing of our services and
products. We believe that most of the ships currently under construction for our larger cruise line customers will include
large spas. In 2010, our average weekly revenues on shlps with large spas were approximately four times our average
weekly revenues on other ships.

Fitness Facilities. As of February 11, 201 1,'we. operated fitness facilities on 149 of the ships we serve and at a
total of ten of our hotel spas. Fitness facilities typically include weightlifting equipment, cardiovascular equipment
(including treadmills, exercise bicycles and rowing and stair machines) and facilities for fitness classes, including yoga,
Pilates and aerobics. On ships, we provide from one to three fitness instructors, depending on ship size. At certain of
our land-based spas, we provide one or two instructors, depending on the size of the spa. These instructors are available
to provide special services to our guests, such as personal nutritional and dietary advice, body composition analysis and
personal training. Use of fitness facilities is generally available at no charge to cruise passengers, except for fees that are
typically charged for special services, but use of such facilities generally requires fees at our land-based spas.

Facilities Design

In general, the shipboard facilities we operate have been designed by the cruise lines. However, several cruise
lines have requested our assistance in the design of shipboard spas and other facilities. We have assisted, or are
assisting, in the design of facilities for many of the ships we have served. We also have designed many of the land-based
spas we operate. We believe that our partlclpatlon in the design of these facilities has resulted in the construction of
facilities permitting improved quality of service and increased revenues to us at these facilities. We believe that our
ability to assist in the design of these facilities helps us obtain agreements with cruise lines and land-based venues.

Hours of Operation

Our shipboard facilities generally are open each day during the course of a cruise from 8:00 a.m. to 8:00 p.m.
Our land-based spas generally operate for similar numbers of hours, though opening and closing times vary.

Products

We sell high quality personal care products for men and women. We sell our products worldwide on board the
ships we serve, at our land-based spas, through department stores and other third party retail outlets and distributors, as
well as through salons, mail order and our websites, including www.timetospa.com, www.timetospa.co.uk,
www.blissworld.com, www.blisslondon.co.uk and www.bodyworkmall.com. We have also sold our products through
the QVC home shopping television channel.

12



Among other things, in recent years, we began selling our premium quality Elemis products in dedicated areas
in the cosmetics sections of an increasing number of locations of several well known department store chains in the
United States, England, Scotland, Ireland and other countries, as well as at the Bergdorf Goodman department store in -
New York City. We intend to seek additional distribution channels for our Elemis products, although we cannot assure
you that we will be successful in opening additional venues. Bliss and Reméde products also have been sold in respected
department store chains in the United States and England for a number of years.

The beauty products we offer include cleansers, toners, moisturizers, lotions and other skin care products and
cleansing accessories, waxing and other body products, as well as aromatherapy oils and beauty tools. Hair care
products offered include shampoos, conditioners, styling products and related items. Many of the products sold by us are
from our Elemis, Bliss, Reméde and La Thérapie product lines, and the private label Steiner hair care line, although we
also sell products of third parties, including, among others, those sold under the Mandara name in connection with our
Mandara hotel spas. '

Our skin care products are made primarily from premium quality ingredients. Most of the ingredients for
Elemis, La Thérapie, Bliss and Reméde products are sourced from premier European manufacturers and a few other
manufacturers. If any of these manufacturers ceased producing the ingredients for our products, the transition to other
manufacturers could result in significant production delays.

Packaging and initial distribution of our Elemis and La Thérapie products are conducted at our facilities in
England. Additional warehousing and distribution operations for those products and certain third party products take
place in Ft. Lauderdale, Florida. Most of our Bliss and Reméde products are manufactured, packaged and distributed for
us by third parties, although we intend to use our English facilities for warehousing and shipping of Bliss and Reméde
- products in Europe.

We believe that having our products featured at our spas at sea and on land has assisted us in securing other
distribution channels for our products.

We train our spa employees, as well as the students participating in our-schools' skin care programs, in the use
of our products. )

Recruiting and Training

Our continued success is dependent, in part, on our ability to attract qualified employees. Steiner Leisure's goal
in recruiting and training new employees is to constantly have available a sufficient number of skilled personnel trained
in our customer service philosophy. Steiner Leisure recruits prospective shipboard employees primarily from the British
Isles, Australia, South Africa, Southeast Asia, Canada, the Caribbean and continental Europe. Recruitment techniques
for our shipboard employees include advertisements in trade and other publications, appearances at beauty, hair and
fitness trade shows, meetings with students at trade schools and recommendations from our employees. Shipboard
employment candidates are generally required to have received prior training in the services they are to perform for us
and are tested with respect to their skills prior to being hired. Most of our.land-based spa employees also are required to
have had prior training. -Applicants for employment with Steiner Leisure must possess a willingness to provide
outstanding personal service. Prospective employees for our land-based operations are recruited by customary employee
recruitment means within the region of the facility in question and are also required to have received prior training.

Each shipboard employment candidate must complete a rigorous training program at our facilities near London,
England. We can train up to approximately 200 employees at a time, in various courses and stages of training, at these
facilities. We also have satellite training centers in South Africa and the Philippines for applicants from those countries
to attain the same training as provided at our U.K. training facilities. The training course for shipboard service personnel
is typically conducted over a period of two to six weeks, depending on the services to be performed by the employee.
The training course emphasizes our culture of personalized, attentive customer care and the unique requirements of our
respective cruise line customers. '

All of our employees who perform spa services also receive supplemental training in their area of
specialization, including instruction in treatments and techniques developed by us. This training takes place at the spa
venues where employees are to work prior to providing services to paying guests and also, in certain cases, at our
dedicated training facilities. Our employees are educated with respect to all of our services and products to enable them
to cross-market our services and products. We also train candidates to manage our spas. This training covers, among
other things, maximization of revenues, personnel supervision, customer service and administrative matters, including
interaction with cruise line and land-based venue personnel.
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Students trained at our United States massage and beauty schools may be employed by us at our land-based
spas, as well as on cruise ships we serve.

Marketing and Promotion

We promote our services and products to cruise passengers and hotel guests through on-site demonstrations and
seminars, video presentations shown on in-cabin/in-room television, ship newsletters, tours of our facilities, and
promotional discounts on lower volume days, such as when a ship is in a destination port. We also distribute illustrated
brochures describing our services and products to cruise passenger cabins and from public areas and guestrooms at the
land-based venues where we operate. As part of our marketing efforts, we provide incentives to our employees to
maximize sales of our services and products. Among other things, we instruct our employees in cross-promotion
strategies intended to familiarize our customers with services and products of ours other than those included in their
treatments and/or originally requested for purchase. We believe that such cross-promotion activities often result in our
customers purchasing services and/or products in addition to those they initially contemplated buying. In addition, we
engage in cross-promotion activities with other ship concessionaires. We also maintain a dedicated sales desk to
facilitate pre-cruise spa booking and disseminate spa information for charters and other groups of cruise passengers.
Additionally, a number of ships we serve allow internet-based pre-cruise spa booking for passengers.

We market our hotel spas through various channels at the venues we serve. These channels include video
messages, displays and advertisements in guestrooms and guest service directories, referrals from guest contact
personnel, distribution of marketing materials through guest contact channels, advance sales to group meeting planners
and attendees, signage, lobby displays, venue and hotel newsletters and hotel web sites. In addition, employees cross-
‘market other services and products offered by us to their guests. We also market our land-based spas through public
relations activities aimed at television and other media coverage and through local radio advertising, as well as through
direct marketing. We also communicate promotions. and promotional events through our www.timetospa.com,
www .timetospa.co.uk, www.elemis.com, www.blissworld.com, www.blisslondon.co.uk and www.bodyworkmall.com
websites. We also offer gift cards and other pre-use purchases at certain of our land-based spas.

We benefit from advertising by the cruise lines ‘and land-based venues we serve, as cruise lines and land-based
venues often feature their spa facilities and our services as part of their advertising campaigns.

We believe that our land-based spas have heiped our product distribution as a result of the name recognition
gained from those spas and the opportunities those spas have provided us to demonstrate the application and attributes of
our products.

We also believe that the complimentary provision of our services and Elemis products to a targeted group of
British Airways travelers have exposed our Elemis product line and spa services to upscale consumers, many of whom
may otherwise not be familiar with our products.

We believe prospective students are attracted to our schools due to their reputations and program offerings. To
generate interest among potential students, we engage in a broad range of marketing techniques that are targeted to our
local markets. Direct response marketing techniques include e-commerce marketing, direct mail and print and broadcast
outlets. In addition, among other sources, we obtain referrals from our graduates and students.

We attempt to maximize product sales through our websites through the use of search engine marketing
techniques such as pay per click, search engine optimization, affiliate marketing and comparative shopping engines to
direct traffic to the sites. We also use direct mail public relations and other means to promote sales. In addition,
www.timetospa.com currently has "storefronts” on two of its best known e-commerce sales sites.

We continually monitor the results of our marketing efforts and adjust our strategies in order to attempt to use
our marketing resources in a cost-effective manner.

Competition

We are a worldwide provider of spa services. Both our shipboard and land-based services and products face
competition.

On cruise ships we compete with providers of services and products similar to ours seeking agreements with

cruise lines and with passenger activity alternatives that compete with us for passenger dollars. These activity
alternatives include gambling casinos, bars and a variety of shops and are found on almost all of the ships served by us.
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An increasing number of those shops offer beauty products that compete with those we sell on cruise ships. Cruise ships
also typically offer swimming pools and other recreational facilities and activities, as well as musical and other
entertainment, all without additional charge to the passengers. In addition, the ships call on ports which provide .
opportunities for additional shopping and cruise line-sponsored shore excursions, as well as other activities that compete
with us for passenger dollars. One of our cruise line customers has, in the past, provided shipboard services and products
similar to those we provide with its own personnel on two of its ships. Two cruise lines we served in the past few years
have engaged the services of other third party spa services providers on certain of the ships they operate. Cruise lines, in
the future, could elect to provide these services and products themselves or through other third party providers. While
we recently acquired the assets of one of our competitors, there are currently a few other entities offering services to the
cruise industry similar to those provided by us, including Canyon Ranch.

Many of the land-based venues we serve, as well as any land-based venues that we may serve in the future,
offer many of the recreational entertainment facilities and activities similar to those offered on cruise ships, often without
additional charge to guests. A number of the hotels we serve also offer casino gambling. These activities and facilities
compete with us for customer time and dollars. Our land-based spas also compete with spas at locations in the vicinities
of our spas, as well as with other beauty, relaxation and other therapeutic alternatives that compete for consumer dollars.
These include salons that offer these services at prices significantly lower than those charged by us. We believe,
however, that the prices charged by us are appropriate for the quality of the experience we provide to our guests in the
respective markets we serve. In addition, we also compete, both for customers and for contracts with land-based venues,
with spas and beauty salons owned or operated by companies that have offered their land-based spa services longer than
we have and which may enjoy greater name recognition with customers and prospective customers than the spas
operated by us. A number of these spa operators may have greater resources than we do. There are a number of
competitors in the land-based spa market, including, among others, Canyon Ranch, Golden Door, Red Door, ESPA and
Banyan Tree and spas of the Ritz-Carlton, Four Seasons and Peninsula hotels, non-chain spas that may have a strong
reputation and/or loyal customer base in the vicinities of our spas, as well as certain chain spas and medi-spas that
attempt to compete with us with respect to specific services at lower prices. Further, some hotel operators provide spa
services themselves, including at hotels where we formerly operated spas.

The post-secondary education market is highly competitive. Our schools compete with providers of similar
education in the states in which they are located and elsewhere in the United States, including many providers with
greater resources than ours. Our schools face competition from, among others, traditional public and private two-year
and four-year colleges and universities and other proprietary schools, including those that offer online education
programs, as well as from military service and other immediate employment after secondary education. Some public
institutions are able to charge lower tuition rates than our schools, due in part to government subsidies, government and
foundation grants, tax deductible contributions and other financial sources not available to proprietary schools such as
ours. In addition, some of our competitors offer courses similar to ours and it is not difficult for our competit